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yedPublicAndantants

REPORTOFINDEPENDENTREGISTEREDPUBLIC ACCO ING FIRM

o the Membersof
iddlebury Securities, LLC

e haveaudited the accompanying statement of financial condition of Middleb Securities,LUC
a Delaware limited liability company)(the "Company")asof December31,201 and the related
tatementsof income, changes in subordinated borrowings,changesin members' eficit, and caslå
ows for the year then endedthat are filed pursuant to rule 17a-5 underthe Secur' 'es ExchangeAct
f 1934,andthe relatednotes to the financial statementsand supplementalinform tion. The

ompany'smanagement is responsible for these financial statements.Our respo ibility is to express4nopinion on these financial statements basedon our audit.

Weconducted our audit in accordance with the standardsof the Public Company ecounting
()versight Board (United States). Those standards requirethat we plan andperfo the audit to
Štain reasonableassurance about whether the financial statements arefree of m rial misstatement.
the Companyis not required to have,not were we engaged to perform, anaudit o its intomal control
over financial reporting.Our audit includedconsiderationof internal control over financial reporting
asa basisfor designingaudit procedures that areappropriatein the circumstances,but not for the
pprposeof expressingan opinion on the effectivenessof the Company's internal e ntrol over

financialreporting.Accordingly, we expressno suchopinion. An audit also incl esexamining,on
altestbasis,evidencesupportingthe amountsanddisclosures in the financial state ents, assessingthe
accountingprinciples usedand significant estimatesmadebymanagement,aswel asevaluatingthe
oiverall financial statementpresentation.We believethat our auditprovidesa reas nablebasis for touropinion.

In our opinion, the financial statement referred to above present fairly, in all mate al respects,the
flyancialcondition of Middlebury Securities,LLC as of December31,2014 and results of its
operationsandits cashflows for theyear then endedin accordancewith accountin principles
generallyaccepted in the United States of America.

The computation of net capitalpursuant to uniform net capital rule 15c3-1 hasbeertsubjectedto audit
pqoceduresperformed in conjunction with the audit of the Company's financial staements.The
spplemental information is the responsibility of the Company'smanagement.Ou· audit procedures
includingdetermining whether the supplemental information reconciles to the financial statementsior
theunderlying accountingandother records,asapplicable,andperforming procedures to test the

completeness and accuracy of the information presented in the supplemental inforriation. In forming
onr opinion on the supplementalinformation, weevaluated whether the supplemen;al information,(
ir cluding its form andcontent, is presented in conformity with Rule 17a-5of the S muritiesExchaege
A ct of 1934. In our opinion, the supplemental information is fairly stated,in all material respects,in
relation to the financial statements as a whole.

C testnut Hill, Massachusetts
February25,2015 - 1 -

samet & Company PC
1330 Boylston Street 617.731.1222
Shestnut Hill, MA 02467 617.734.8052fax www.samet-cpa.co



MIDDLEBURY SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION
December 31,2014

ASSETS

Cash $ 43,701
Deposits with clearing organization 15,0Ò0
Commissionsreceivable 41,863
Marketablesecurities 960
Secureddemandnote receivable- member 237,500
Other assets 7,990Computer equipment,net of accumulated

depreciation of $622 2,489

$ 349,503

LIABILITIES AND MEMBER 'DEFICIT

Ac¢ountspayable $ 76,403
Note payable - FINRA 155,1Ø8
Su ordinated note payable - member 256,942

488,453

Me bers'deficit (138,950)

$ 349,503

See notes to financial statements - 2 -



MIDDLEBURY SECURITIES,LLC

STATEMENT OF INCOlgE
Year Ended December 31,2014

Rev nues:

ommission income $ 2,648,446
ther income 8,000
nrealized losses - securities (1,626)

2,654,$20

0 'ng expenses:

ommissions 2,082,070

rofessionalfees 208,$93

ravel and entertainment 115,256
radeexecution costs 105,985
terest expense 26,455
iceusesand permits 23,667
ent 10,417
ffice supplies andexpenses 8,281

er expenses 8,176
nployee training 5,845

omputer and internet 5,366
F nesand penalties 3,400

epreciation 622
debt expense 255

2,604188

Net i come

Seenotes to financial statements - 3 -



MIDDLEBURY SECURITIES,LLC

STATEMENT OF CHANGES IN SUBORDINATED BORROWINGS
Year Ended December 31,2014

Sub rdinated borrowings at January 1,2014 $ 242,692

Increases:

Accrued interest 14,250

Sub irdinated borrowings at Decernber 31, 2014 $

Seenotes to financial statenients - al-



MIDDLEBURY SECURITIES, LLC

STATEMENT OF CHANGES IN MEMBERS' DEFICIT
Year Ended December 31,2014

Bahnce, January 1,2014 $ (189,$82)

Net income 50,632

Bah nce,December 31, 2014

I

See notes to financial statements - -

I



MIDDLEBURY SECURITIES, LLC

STATEMENT OF CASH FLOWS
Year Ended December31,2014

C flows from operating activities:

Het income $ 50,632
adjustments to reconcile net income to net cash

provided by operating activities:

Non - cash interest expense 14,250
Depreciation $22
Changes in operating assetsand liabilities:

Commissions receivable (29,l39)
Marketable securities 1,426
Prepaidexpenses 8,397
Accounts payable 63,445

Net cashprovided by operatingactivities 110,433

CasÃflows from financing activities:

I urchaseof computer equipment (3,111)
1ayment of note payable - FINRA (70 92)

Net cashusedfor financing activities (73 03)

Net ncreaselin cash during the year 36 230

Cast, beginningof year 7 471

Casi, end of year

Seenotes to financial statements - 6 -



MIDDLEBURY SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS
December31,2014

Note 1 Organization and nature of business

Middlebury Securities,LLC (the "Company") is a Delaware limited liability company,
The Companydoes business on a fully disclosed basisand,therefore,does not hold or
maintain any customer accounts. The Companyengagesprimarily in the I rivate
placements of securities.The Companyis locatedin Weybridge,Vermont and serves
clients in the United States.The Company is a registeredbroker underthe Securities
ExchangeAct of 1934and is a member of Financial Industry Regulatory Authority
("FINRA") and Securities Investor Protection Corp ("SIPC").

Note 2 Summary of signifleant accounting oolleies

Revenue recognition

TheCompany entersinto contractswith customerscalling for monthly ret iiners to be
paid during the term of the arrangement andcommissionbasedon a fixed percentageof
the total considerationpaid once the merger,acquisitionor private placement,(the
"Transaction")is finalized. Accordingly, management recognizesmonthl consulting
feesin revenue in the month earnedwhenpersuasiveevidence of an arran ementexists,
the servicesoutlined in the contracthavebeenperformed,the price of the ontract is
fixed or determinable,and collectability is reasonablyassured,with separ te commission
revenue recognition onceeachtransactionis finalized.

Commissions receivable

An allowance for doubtful accounts is maintainedbasedon management' assessment of
the collectability of commissions receivable. The Company includes co 'ssions

receivable balancesthat aredetermined to beuncollectible, alongwith a g neral reserve,
in the overall allowancefor doubtful accounts.After all attempts to coll a receivable
have failed, the receivableis written off againstthe allowance.Based on e information
available,the Company believes no allowance for doubtful accounts is n essary asof
December31,2014. Baddebt expense was$255for the yearended
December 31,2014.

Marketable seeprities

Security positions resulting from proprietary tradingare reportedat fair y ue in
accordancewith the fair value standards.Realized and unrealized gains ard losses
resulting from these transactions are included in earnings.Realizedgains end losses are
computed based on specific identification of securities.

Computer eauipment

Computer equipment is stated at cost. Depreciation is calculated using the straight-line
method over the useful life of the assets,estimatedto be 3 years.Normal epair and
maintenancecosts are expensedas incurred. Depreciation expense for the year ended
December31,2014totaled$622.

I



MIDDLEBURY SECURITIES,LLC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31,2014

Note 2 i Summary of significant accountine policies (continued)

Income taxes

The membersof the Company have elected to have the Companytaxed as a partnership.
Accordingly, the Company is not subject to federalor state incometaxes.All taxable
income or lossesandtax credits arereflected on the income tax retums of the members.

Tax positions

The Financial Accounting Standards Board ("FASB") has issueda standa--dthat clarifies
the accounting and recognitionof income tax positionstakenor expectedto betakenin
the Company's incometax returns.The Companyhasanalyzedtax posit onstakenfor
filing with the Internal Revenue Service andall statejurisdictions where it operates.The
Company believesthat incometax positions will besustainedupon examnation anddoes
not anticipate any adjustmentsthat would result in amaterial adverseeffe::t on the
Company's financial condition, results of operationsor cashflows.Acco dingly, the
Company hasnot recordedanyreservesor relatedaccrualsfor interestan i penaltiesfor
uncertain income tax positions.If the Companyincurs interestor penaltig asa resultof
unrecognizedtax positions the policy is to classify interest accrued with i iterest expense
andpenalties thereon with operating expenses.The Company is subject t >routine audits
by taxing jurisdictions; however,therearecurrently no auditsfor any tax oeriodsin
progress.The Company's federaland state income tax returnsare genera ly open for
examination for the past three years.

Use of estimates

Managementuses estimates and assumptions in preparingfinancial statements.Those
estimates and assumptions affect the reported amounts of assetsandliabilities, the
disclosureof contingent assetsand liabilities, and thereported revenuesa id expenses.
Actual results could differ from these estimates.

Fair value of financial instruments

The carrying amounts of financial instruments,including cash,accounts r:ceivable,
commissions receivable andaccounts payable approximate fair value due to the short
term maturities of these assetsand liabilities. The carrying amounts of nctes receivable
andlong-term debt approximate fair value becausethe interest rate is a m irket rate.
Marketable securitiesare recorded at fair valueasdisclosedin note 6.

Subsequent events

The Company has evaluated subsequent events through February 25,201.5,which is the
date the financial statements were available to be issued.

- 8



MIDDLEBURY SECURITIES,LLC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December31,2014

Note 3 Deposit with elearine organization

I

The Company hasentered into an agreementwith SterneAgee to actas clearingagent.
Net commissionsearnedarecredited to an accountin the Company's e.In
connection with this agreement, the Company is required to maintain ad posit of
$15,000,which is held in an interest bearingaccount.

Note 4 Secured demand note receivable - member

OnAugust 1,2013,the Companyenteredinto asecureddemandnote agr ementwith a
memberfor $237,500.The note is non-interestbearingandis secured by pledgeof
certain securities and cashasdefinedin the agreement.The member agr s that
whenever the value (as determinedin accordance with capital requireme rules and
regulations of FINRA and of the SEC) of the pledgedassetsareless than e unpaid
balanceof the note, the membermay,at its option, pledgeadditional coll teral to bring
the capital requirementsvalue of the collateral to or abovethe unpaidpr' cipal balance.

Note 5 Net canital reauirements

The Companyis subject to the Securitiesand ExchangeCommission'sU iform Net

Capital Rule (Rule 15c3-1),which requins the maintenanceof a minim net capital
balanceand requires that the Company'saggregateindebtednessto net ital, as
defined,shall not exceed 15to 1.

At December 31,2014 the Company'snet capital was $76,919which w $61,485in
excess of its required net capital of $15,434.The Company'saggregate ' ebtedness to

. net capital was 3.01to 1.

Note 6 Fair value measurements

Accounting standards require that fmancial andnon-financial assetsand liabilities,
recognizedor disclosedin financial statements on arecurring basis(at lea it annually), be
measuredat fair value. Thesestandardsdefinefair value as the exchange price that
would be received for an asset or paid to transfer a liability (anexit price) in the principal
or most advantageous market for the assetor liability in an onlerly transat tion between
market participantson the measurementdate.

These standards also establish a fair value hierarchy which requires an entity to maximize
the useof observable inputs andminimize the useof unobservable inputs when
measuring fair value. These standards describe three levels of inputs that may be used tomeasure fair value:

-9 -



MIDDLEBURY SECURITIES,LLC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31,2014

Note 6 Fair value measurements (continued)

Level 1 - Quotedprices in active marketsfor identical assetsor .iabilities that
are accessible at the measurement date.

Level 2 - Observable inputs other than Level 1prices such as qt oted prices for
similar assetsor liabilities in active markets; quotedprices for s milar assetsor
liabilities in markets that are not active; or model-derived valuations or other
inputs that are observable or can be corroborated by observable (narket data for
the assetsor liabilities.

Level 3 - Unobservable inputs for the assetor liability. These it puts reflect the
Company'sassumptions about the assumptionsa marketpartici:>antwould use
in pricing the assetor liability.

The Company uses appropriatevaluationtechniquesbasedon the available inputs to
measurethe fair value of its investment.Whenavailable,the Companymeasuresfair
value using Level 1 inputs becausethey generallyprovide the most reliatie evidenceof
fair value. Level 2 and Level 3 inputs are only used when higher level in outsare notavailable.

The asset or liability's fair value measurement level within the fair value iierarchy is
basedon the lowest level of input that is significant to the fair value measurements.
Valuation techniques maximize the useof relevantobservable inputs andminimize the
useof unobservable inputs.

Following is a descriptionof the valuation methodology used for assetsn easured at fair
value. There have been no changes in the methodology used at Decembe 31,2014.

Marketable Securities: Consist of equity securities valued usint quoted market
prices.

The preceding method described may produce a fair value calculation tha: may not be
indicative of net realizable value or reflective of future fair values. Furthermore,
although the Company believes its valuation methods are appropriate and consistent with

other market participants,the use of different methodologiesor assumptionsto determing
the fair value of certainfinancial instruments could result in adifferent far value
measurernent at the reporting date.

- 10 -



MIDDLEBURY SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December31,2014

Note 6 Fair valpe measurements (continued)

The following table summarizes the valuation of the Company'sfinancia. and non-
financial assets at December 31,2014:

Assets Level 1 Level 2 Level 3 Total

Marketable securities S 960 S - S - E 960

Note 7 Suborginated note payable -member

During August 2013, the Company entered into a subordinatednote payaoleagreement
with a certain member.The borrowing amountwas for $237,500,is paya>leon
August 1,2018,and bears interest at 6%per annum.This note is unsecur:d and

subordinatedto all present andfuture creditorsof the Company when specificallysubordinated.

The accrued interest on the note is also subordinated.The subordinated b orrowings are
available in computing net capital under the SEC'suniform net capital rule.To the extent
that such borrowings arerequiredfor the Company'scontinuedcompliancewith
minimum net capital requirements,they maynot berepaid.As of Deceir ber 31,2014,
the outstandingbalanceof the note was $256,942,including accruedinte est of $19,442.

Note 8 Related party transactions

During the year ended December 31, 2014,the Company reassigned warsants andall
rights evidenced thereby to a company under common control, for which the Company
received and recognized $8,000.

During the year ended December 31, 2014,the Company enteredinto tra isactions on
which commissions were paid to one of the Company's members. Total vommissions
paid to the member under these transactions totaled $200,620during the year ended
December 31,2014.

- 11-



MIDDLEBURY SECURITIES,LLC

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31,2014

Note 9 Concentrations

Cash
The Company maintains its cash at financial institutions in bankdeposits. which may
exceed federally-insured limits. The Companyhasnot experienced any losses in such
accounts. Company management believesit is not exposedto anysignificant risk with
respect to cash.

Customers

The company had four customers during the year endedDecember 31,2( 14,which
accounted for approximately 66% of revenues.Therewereno outstandini amountsdue
from thesecustomersat December31,2014.

Note 10 Note Pavable - FINRA

During the year ended December31,2013,the Companyenteredinto an agreementin
principle with FINRA to resolvean enforcement action regardingcertain rules violations.
This enforcement actiontotaled $325,000.In connection with this agreernent,the
Companyenteredinto an installmentnotepayableagreementwith FINRA.The

Companypaid an initial amounttotaling $81,250,financing $243,750ovsr three years.
The note provides for monthly payments of $7,450including interest at prime plus 3%
(6.25%at December 31,2014)

The future minimum principal payments due underthe terms of the agreement are as
follows:

Yearsending December 31, Amount
2015 $ 82,513
2016 72,595

$ JlQg

-12-



MIDDLEBURY SECURITIES, LLC

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15c3-1

Year Ended December 31,2014

Capital

Members'deficit $ (138,9$0)
Liabilities subordinated to claims of general creditors

allowable in computation of net capital 256,942

Deductions and charges:
Nonallowable assets:

Commissions receivable (30 000)
Other assets (7 990)
Computer equipment (2 489)

(40,479)

Net capital before haircuts on security positions 77,513
i Haircuts on securities:

Trading and investing securities: (594)

et capital 3 3
gate indebtedness 3 .lli ,

mputation of basic net capital requirement

Minimum net capital required $ 15,434
Minimum dollar net capital required 5,000
Net capital requirement 15,434

E ccessnot capital $ 2
Not capital less 10% of agreggateindebtedness $ 53,76N

Percentageof aggregateindebtednessto net capital 300.98%

R econciliation with Company'scomputation (included
in part II of form X-17A-5 as of December 31,2014)

Net capital, as reported in Company'spart II(unaudited) focus report $ 85,027
Adjustment to interest expense recognized on note payable to FINRA (8.108)

Net capital per above $



MIDDLEBURY SECURITIES, LLC

REPORT UNDER THE EXEMPTION CONTAINED IN RULE I5c3-3
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of

Middlebury Securities,LLC

We have reviewed management's statements, included in the accompanying Report Under the
Exemption Contained in Rule 15c3-3, in which (1) Middlebury Securities, LL C identified the
following provisions of 17C.F.R.§15c3-3(k)under which Middlebury Securities,LLC claimed
an exemption from 17 C.F.R.§240.15c3-3(k)(2)(ii)(the "exemptionprovi sions") and (2)
Middlebury Securities,LLC stated that Middlebury Securities,LLC met the iden:ified exemptiog
provisions throughout the period ended December 31, 2014, without except on.Middlebury
Securities,LLC's management is responsiblefor compliance with the exemptio:i provisions andits statements.

Our review was conductedin accordancewith the standards of the Public Com[ any Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about Middlebury Securities, LLC's comp iance with the

emption provisions. A review is substantially less in scope than an examination, the objectivò
f which is the expression of an opinion on management'sstatements.Accordi:igly, we do not

ss such an opinion.

ased on our review, we are not aware of any material modifications that should be made to

anagement'sstatements referred to abovefor them to be fairly stated,in all n aterial respectsi
ased on the provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities
xchange Act of 1934.

Chestnut Hill, Massachusetts

February 25,2015

- 1-

Samet & Company PC
1330Boylston Street 617.731.1222

Chestnut Hill, MA 02467 617.734.8052fax wresamet-cpa.cou



Middlebury Securities

1043 SheepFarm Rd.Weybridge VT05753

Assertions Regarding Exemption Provisions

Identified Exemption Provision:

The Company claims exemption from the custody and reserve provisforn of Rule

atinÄ2underth xemption provided by Rule 15c3-3,Paragraph

Statement Regarding Meeting Exemption Provisiom

The Company met the identified exemption provision without exception throughout
the period from June1,2014 to December31,2014.

By:

aig Sherman, Chief Financial Officer

25 February 2015

(Date)

(802) 922 1854 customerservice@middsoc.com Men ber FINRA/SIPC



VIIDDLEBURY SECURITIES LLC

GREED - UPON PROCEDURES

)ecember 31,2014
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CertißedPublicAccountana

INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AG -UPOl¶
PROCEDURE§iRELATED TO ENTITY'S SIPC ASSESSME15TREC NCILIATION

o the member of
iddlebury Securities,LLC

043 SheepFarm road
eybridge,VT 05753

I accordance with Rule 17a-5(e)(4) under the SecuritiesExchangeAct of 1934, e haveperforne..d
eproceduresenumeratedbelow with respect to the accompanyingScheduleof essmentand
ayments[General AssessmentReconciliation (Form SIPC-7)] to the Securities vestor Protecti4n
orporation (SIPC) for the year ended December31,2014,which wereagreed to ay Middlebury (
ecuritiesLLC and the SecuritiesandExchangeCommission,Financial Industry llegulatory
uthority, Inc.,and SIPC,solely to assistyou andthe other specifiedpartiesin evaluating Middlebury
ecurities LLC's compliancewith the applicableinstructionsof the GeneralAssessment
econciliation (Form SIPC-7).Middlebury SecuritiesLLC's managementis resprnsible for the
mpliancewith those requirements.This agreed-upon proceduresengagementwas conductedin i

ecordance with attestation standards establishedby the American Instituteof Cer ified Public

ccountants.The sufficiency of these procedures is solely the responsibilityof thc separtiesspecified
i this report.Consequently,we makeno representationregardingthe sufficiency ofthe procedures
escribedbelow either for the purpose for which this report has beenrequestedor for any other
urpose.The procedures we performedandour findings are asfollows:

1. Compared the listed assessmentpayments in Form SIPC-7 with respecive cash
disbursement records noting no materialdifferences;

2. Compared the amounts reported on the auditedFormX-17A-5 for the year ended
December 31, 2014,asapplicable,with the amounts reported in Form:ìIPC-7 for
the year ended December 31,2014,noting no material differences;

3. Compared anyadjustments reported in Form SIPC-7 with supporting s:hedulesand
working papers, noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form GIPC-7 and in tlie
related schedules and working papers supporting the adjustments notin i no differences

- 1 -

Samet & Company PC
1330 Boylston Street 617.731.1222

Chestnut Hill, MA 02467 617.734.8052fax www.samet-cpa.con



INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGE EED-UPON
PROCEDURES RELATED TO ENTITY'S SIPCASSESSMENT

RECONCILIATION(CONTINUED)

'Ve werenot engaged to, and did not conduct an examination, the objective of wh ch would be the
expression of an opinion on compliance.Accordingly, we do not express such an opinion. Had we
performed additional procedures,other matters might have come to our attention that would havelbeen
reportedto you.

"his report is intended solely for the information anduseof the specified parties1stedaboveandlisnot
intended to be and should not be used by anyoneother than these specifiedparties,

ChestnutHill, Massachusetts
ebruary 25,2015

|



MIDDLEBURY SECURITIES LLC

GENERAL ASSESSMENT RECONCILATION
Year Ended December31,2014

Oeneralassessment $ 5,803

Less payments made with SIPC-6

Total assessment balance 5,803

Payments made with SIPC-7 5,803

Overpaymentcarried forward $ -

Collection agent:

Securities Investor Protection Corporation
P.O.Box 92185Washington,D.C.20090-2185


